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In President Truman’s midyear report to Congress, it 
is pointed out that a moderate downward trend charac- 
terized the economy in the first half of 1949, with gross 
national product falling about 3 per cent from the rate 
in the second half of 1948. Of the components of gross 
national product, business investment was down 26 per 
cent from the peak rate of the fourth quarter of 1948, 
owing largely to declines in inventories. Consumption 
expenditures fell only 2.7 per cent from the second half 
of 1948, as disposable income was maintained within 1 
per cent of its level in the second half of 1948, Total 
government cash payments rose 8.6 per cent above the 
second half of 1948, while receipts fell 1.6 per cent. 
Civilian employment in June was 1.7 million below June 
1948; industrial production was down 13 per cent from 
October 1948; wholesale prices were 9 per cent and con- 
sumers prices 3 per cent below August; and corporate 
profits declined 13 per cent and farm income 8 per cent 
from the second half of 1948. 

In his recommendations, the President asks that (1) 
Congress provide for a study to discover inadequate ca- 
pacity in basic industries which might limit future expan- 






ECA Counterpart Funds 


A total of $1,051 million of counterpart deposits had 
been withdrawn for the use of ERP countries by the end 
of April 1949, according to ECA’s first annual report on 
such deposits. This represented about 56 per cent of total 
deposits. France accounted for $478.4 million of with- 
drawals, the United Kingdom $457.4 million, Greece $72.7 
million, and other countries (Austria, Bizone Germany, 
Norway, and Trieste) $42.6 million. France used 20.6 
per cent of its withdrawals for debt cancellation, and 79.4 
per cent for promotion of production, while the United 
Kingdom used all of its withdrawals for the former pur- 
pose. Greece used 33.7 per cent of its funds for promotion 
of production and the remainder for other purposes, such 
as the care of refugees and housing. 

Source: Economic Cooperation Administration, Local 


Currency Counterpart Funds, First Annual Re- 
view, Washington, D. C. 
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sion; (2) businessmen lower prices to stimulate sales and 
production but maintain wage rates even at the expense of 
profit margins; (3) tax increases be limited to estate 
and gift taxes and transportation taxes be eliminated; 
(4) the time limit on maturity of RFC loans to business 
be extended; (5) Congress broaden the farm price sup- 
port program; (6) the minimum wage be raised from 40 
cents to 75 cents an hour and its coverage extended; (7) 
the federal-state unemployment compensation system be 
broadened and liberalized, and unemployment benefits for 
veterans be extended to July 1950; (8) social security 
benefits be raised and coverage extended; (9) the pro- 
posed federal public works program for fiscal 1950 of $3 
billion be passed by Congress and legislation be enacted 
to provide loans to states for advance planning of public 
works; (10) foreign assistance programs be maintained 
and the Reciprocal Trade Agreements Act be restored; 
(11) foreign investment and technical assistance to under- 
developed countries be expanded. 


Source: Midyear Economic Report of the President, 
Washington, D. C., July 1949. 





EUROPE 


British Dollar Position 


The net gold and dollar deficit financed by the United 
Kingdom in the second quarter of 1949 was £157 million, 
and in the first quarter, £82 million. (See this News 
Survey, Vol. I, p. 405.) The original estimate for the half 
year was £195 million. ERP re-imbursements provided 
£85 million of the second quarter deficit, and £7 million 
was drawn from the Canadian credit; gold and dollar 
reserves consequently fell by £65 million. About £20 
million of re-imbursements under ERP are owing. In 
his explanatory statement, the Chancellor of the Ex- 
chequer attributed the deterioration in large part to a 
decline in sterling area exports to the United States. The 
import program is to be revised when the ERP alloca- 
tions for 1949-50 are known, and when the new intra- 
European payments scheme has come into operation, 
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only when they are in the urgent national interest. These 
measures will have little effect before September. The 
Chancellor denied that there was any intention of de- 
valuing the pound. 


Source: The Times, London, England, July 7, 1949. 


U.K. Gold and Dollar Payments 


Gold and dollar settlements in June 1949, under pay- 
ments agreements with OEEC countries, required the 
payment by the United Kingdom of $27.4 million to Bel- 
gium and $6.5 million to Switzerland. In the nine months 
ended June 30, 1949, total gold and dollar payments to 
Belgium were $76.5 million, to Switzerland $29 million, 
and to the Bizone $18.8 million. 

The increase in payments to Belgium during the first 
six months of 1949 was in. part caused. by.-the. decline 
in British exports to Belgium and the rapid exhaustion 
of British drawing rights in Belgian francs. 

Sources: The Times, London, England, July 5, 1949; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 7, 1949. 


British Government Finances 


Britain’s ordinary revenue in the quarter ended June 
30, 1949 was £757 million and expenditure £754 million. 
The estimated surplus for the financial year 1949-50 is 
£469 million. Since the first quarter of 1948-49, when 
there was a surplus of £181 million, revenue has fallen 
at about the expected rate. Expenditure has risen by £140 
million, much of which is due to the National Health 
Service which did not begin until July 1, 1948. Extra- 
ordinary revenue and expenditure have been at about the 
expected level. 

Source: The Financial Times, London, England, July 1, 
1949, 


British Note Issue 


The limit on the fiduciary note issue of the Bank of 
England has been raised by £50 million, to £1,350 mil- 
lion, for a period of six months. The actual circulation 
is £22 million less than the previous £1,300 million limit, 
but over the last three years the holiday seasonal increase 
has averaged about £30 million, and in 1948 it was 
£36 million. There was an increase of £25 million, au- 
thorized for one month, at Christmas 1948. 


Source: The Times, London, England, July 6, 1949. 


U.K. Trade 


U.K. exports in June were £143.2 million—a decline 
from May of just over £8 million. The daily rate of 
exports, however, was 24 -per cent above May and the 
highest for any month since the end of the war, except 





Until then, new dollar expenditures will be authorized — 
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January 1949. Re-exports in June were £4.4 million. 
Imports rose to a new record level of £201.5 million. 
For the six months ended June 1949, total exports were 
£922.8 million, f.o.b. and imports £1,119.8 million, c.i.f.; 
with allowance for the cost of insurance and freight, the 
adverse visible balance was about £85 million, compared 
with the Economic Survey estimate of £50 million. For 
the two halves of 1948 the corresponding deficits were 
about £148 million and £76 million. 
Source: The Financial Times, London, England, July 8, 
1949. 


French Electricity Loan 


A new type of security was floated on July 1 by 
“Electricité de France,” one of the principal French na- 
tionalized enterprises. The issue consists of 5-year bonds, 
yielding an initial annual interest of 4 per cent. The in- 
terest rate will then increase in the same proportion as 
the company’s output. Thus, if production increases by 
30 per cent by 1952—as forecast by the company’s in- 
vestment plans—the interest rate for that year will be 
5.20 per cent. If a constant rate of increase during the 
whole period is assumed, the average interest rate will 
be 4.60 per cent per year. 

Consumers will be permitted to pay their electricity 
bills by using their interest coupons and will then be 
allowed a 10 per cent reduction in their bills. No ceiling 
has been established for the total value of securities that 
can be underwritten although it is expected to be about 
10 billion francs (about US$30 million). This flotation 
represents a new method for the financing by consumers 
of nationalized enterprises. 


Source: Agence Economique et Financiére, Paris, France, 


July 8, 1949. 
Danish Employment 


The decline in unemployment in Denmark, which 
usually eccurs in March and April, has this year been 
smaller than usual. Unemployment in April was 4.7 per 
cent of all insured workers, compared with 2.6 per cent 
in the same month last year. The demand for labor is 
less than last year because mechanization of farms has 
increased and domestic fuel production has decreased. 

The employment situation is still regarded as good. 
If the decrease of investment in housing should cause 
increased unemployment, the Government is prepared 
to start public works which had been postponed because 
labor and building materials were scarce. A bill is also 
under discussion which will give the Government the 
right to use part of the ECA counterpart fund for mod- 
ernizing the dairy industry and building storage equip- 
ment for fruit. 

Source: Finanstidende, Copenhagen, Denmark, June 22, 
1949, 
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Norwegian Treasury Bills 
The Norwegian Ministry of Finance has announced 
that as of July 1 the issue and renewal of Treasury bills 
will be discontinued. Such bills were first issued in 1941, 
as a measure for sterilizing the idle money in the banks. 
Proceeds from the sale of the bills have not been used 
by the Government, but have been deposited in a special 
account in the Bank of Norway. The maximum amount 
of bills outstanding was NKr 4,504 million in November 
1945. Banks’ holdings subsequently decreased sharply, 
because of the banks’ need of funds to expand loans. Bills 
outstanding amounted to NKr 1,459 million as of May 
30, 1949. 

The Ministry of Finance holds the view that the banks 
will invest in bonds. In‘the first two days of July, the 
demand for bonds on the Oslo Stock Exchange inguyeeed, 
bringing about firmer quotations. 


Source: Norges Handels og Sjsfartstidende, Oslo, Nor- 
way, July 4-5, 1949. 


Finland’s Reparations 

On June 30, 1949, the fifth year of Finland’s repara- 
tions payments to the Soviet Union came to a close. The 
Finnish authorities succeeded in fulfilling the program 
for the last fiscal year, which called for deliveries to the 
equivalent of $17.5 million (reparations dollars of pre- 
war purchasing power). During the sixth reparation 
year—this time extending over a period of 18 months, 
i.e., until December 31, 1950—Finland will be required 
to supply goods valued at $26.6 million (reparations 
dollars). Deliveries are to consist mainly of machinery 
and equipment ($11 million) and vehicles ($15.5 mil- 
lion) ; they include 60 steam locomotives, 5,000 electro- 
motors, complete production units and special machin- 
ery for the wood processing, pulp, and paper industries, 
equiment for power stations, and 137 ships, among them 
two steamers of 3,200 tons. 

The total amount of Finnish reparations was originally 
fixed ‘at $300 “million, but ‘was ‘later redticed té “$226 
million. By now Finland has fulfilled 85 per cent of 
the entire program. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
3, 1949. 


Loan to Iceland 

The Government of Iceland is to make a public issue 
in London on or about July 18 of £1,250,000 414 per 
cent Registered Stock, 1960-69, at a price of 99 per cent. 
The stock is secured on ten fishing trawlers which the 
Icelandic Government has contracted to buy in the 
United Kingdom; sterling proceeds of Icelandic fish sold 
to the United Kingdom will be made available for serv- 
icing the stock. The value of this fish since the war has 
averaged £3 million a year. 


Source: The Times, London, England, July 8, 1949. 





Italy's Steel Problem 


The state-owned group “Finsider,’ which comprises 
the major part of Italy’s iron and steel industry (includ- 
ing all the blast furnaces and about half of the steel mill 
capacity), has prepared a plan for the rehabilitation ‘of 
the industry, which calls for expenditures equivalent to 
nearly US$200 million over the next three years, out of a 
total of $250 million planned for investment in the metal- 
lurgical sector as.a whole. If this plan is carried out, 
Italy will be able to produce 3.3 million tons of steel a 
year at prices competitive with those of the world’s largest 
steel producers. 

The engineering industry’s main source for raw mate- 
rials has so far been the Italian iron and steel industry; 
the fact that the steel it used cost 30-50 per cent more 
than foreign steel had little importance, as production 
was ‘mairily “forthe home market: Now that the Italian 
Government is relying on a substantial contribution from 
the engineering industry to cover part of the balance-of- 
payments gap, it is essential to be able to count on suffi- 
cient supplies of low-priced steel. This problem could be 
solved either by abolishing tariff protection from home- 
produced steel and opening the Italian market to foreign 
steel, or by rationalizing and modernizing the Italian 
steel industry. 


Source: The Financial Times, London, England, June 
14, 1949. 


Yugoslav Dinar in Trieste Zone B 


On July 4 the Yugoslav Government announced that 
the dinar had replaced the Yugoslav lira as legal tender in 
the Yugoslav administered zone (Zone B) of the Free 
Territory of Trieste. 

According to the peace treaty, the Italian lira should 
have continued as legal tender within the Free Territory, 
pending the establishment of a separate currency regime 
for the latter. Moreover, the Italian Government should 
have supplied the foreign exchange and -currency needs 
of the Territory. No separate currency regime has so 
far been established for the Free Territory, and the 
Italian lira has remained in fact legal tender in Zone A 
(the zone administered by the American and British 
Military Governments). Since the occupation of Zone B 
by Yugoslav troops in May 1945, however, the Italian lira 
had been de facto replaced there by a special Yugoslav 
lira. The circulation of this currency was limited to 
Zone B. The rate of exchange for inhabitants of Zone 
B working in Zone A was 2 Italian lire for 1 Yugoslav 
lira. 

The Yugoslav lira now being withdrawn is being re- 
placed by dinars at the rate of 30 dinars to 100 Yugoslav 
lire.. Thus the Italian lira of Zone A should now be ex- 
changeable with the dinar at the rate of 6.66 lire to 1 
dinar. (The initial par value for the Yugoslav dinar 
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agreed with the Fund on May 23 was 50 dinars per U.S. 
dollar. See this News Survey, Vol. I, p. 365.) 

A payments agreement had been signed in November 
1947 by Italy and Yugoslavia. The exchange between 
the border provinces of the two countries of a list of 
commodities had also been arranged last February to a 
total value of some $2 million per year. In both cases no 
exchange rate was established; all transactions had to be 
invoiced in lire. At the time of the announcement of the 
substitution of the dinar for the Yugoslav lira, negotia- 
tions were in progress for a more comprehensive agree- 
ment between the two countries. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
6, 1949. 


Economic Conditions in Greece 


The Greek Government Report on operations under 
the ECA Agreement for the first quarter of 1949 makes 
three basic points. (1) Unlike the other participating 
countries which are able to use their foreign aid for re- 
construction, Greece, with a more weak and vulnerable 
economy, has the additional burden of internal expendi- 
tures caused by the civil war. Production and economic 
activity are, therefore, still substantially below prewar 
levels. (2) The maldistribution of income leaves a large 
volume of liquid resources in private hands, although 
the national product is only some two thirds of prewar. 
Under present conditions, these surpluses, being mostly 
hoarded or used for nonproductive purposes, do not 
contribute to reconstruction and development. (3) Refu- 
gees (some 700,000 in March 1949) are mainly farmers 
and stockbreeders. Both shelter and agricultural equip- 
ment will be needed for their resettlement. 

Civil strife did not decline in 1948-49, as had been 
expected, and budgetary estimates therefore had to be 
revised. The original estimate of 3,450 billion drachmas 
for expenditures was raised to 4,319 billion; and the 
revenue estimate (including 500 billion drachmas of 
ECA counterpart funds) was increased from 3,250 
billion drachmas to 3,486 billion. In the first nine months 
of the fiscal year, the ordinary revenue yield was satis- 
factory, but that of extraordinary taxation lagged sub- 
stantially behind schedule (at least until the end of 
March 1949), 

The budgetary deficit is being financed by (a) over- 
drafts on the Bank of Greece, which in the period July 
1948-March 1949 raised the aggregate government debt 
to the Bank from 1,018 billion drachmas to 1,909 billion, 
and the currency circulation from 1,012 billion drach- 
mas to 1,125 billion drachmas, and (b) ECA counter- 
part funds, either released for budgetary use or frozen 
to offset overdrafts on the Bank. A third source, not 
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directly mentioned in the Report, is the proceeds of offi- 
cial sales of gold sovereigns to the public. 

Credit expansion to various sectors of the economy 
has, as a rule, been limited to the extent allowed by re- 
payment of credits and increases in bank deposits. The 
Bank of Greece’s advances and credits thus remained 
between 1,400 billion and 1,500 billion drachmas through- 
out the quarter. An increase, however, in deposits with 
commercial banks, and subsequent credit expansion 
brought the over-all credits and advances to 2,216 billion 
drachmas on March 31, 1949, compared with 2,051 billion 
on December 31, 1948. 

The 9 per cent rise in the cost of living between De- 
cember 1948 and March 1949 is attributed to monetary 
developments and to the abnormally high price of olive 
oil as a result of the exceptionally low crop last year. 
Since October 1947 (the last time that civil service sal- 
aries were readjusted), the increase has amounted to 57 
per cent. 

Exchange rates were stable in the first three months of 
1949. Visible and invisible receipts remained low as a 
result of overvaluation of the currency and the lagging 
of prices of Greek exportable farm products below the 
general level of world prices, as well as of the substantial 
premiums paid in the foreign exchange black market. 
These factors, in turn, are likely to affect agricultural 
production adversely. However, official devaluation of 
the drachma would, according to the Report, result in 
higher prices of imported commodities and, since these 
largely consist of essential items, the cost of living would 
rise even further. In the first quarter of 1949 orders 
placed abroad totaled an equivalent of US$77.2 million. 
Of the total, $45 million was paid out of ECA aid, $16.5 
million from official U.S. dollar and sterling assets, $13.5 
million was settled through official clearings and private 
barter agreements, and $2.2 million through miscellan- 
eous sources. 


The original 1948-49 reconstruction program provided 
for local expenses of 1,241.7 billion drachmas and for 
capital goods imports of $98.1 million; but these were 
subsequently reduced to 827.8 billion drachmas and 
$67.5 million, respectively. Sectors most affected by the 
reduction are land reclamation, industrial and electric 
energy development, railway reconstruction, and welfare 
and public health schemes. The only progress reported 
in industrial development is the extension of loans total- 
ing US$266,400 and 266 million drachmas. On the other 
hand, reductions in housing investments were limited. 
Reconstruction work, on the whole, during the first quar- 
ter of 1949 is estimated as some 30 per cent below the 
last quarter of 1948. 


Sources: Bank of Greece, Monthly Bulletin, Athens, 
Greece, May 1949; To Vima, Athens, Greece, 
June 21 and 26, 1949. 
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FINANCIAL NEWS SURVEY 


Greek External Debt 


A draft bill, prepared by the Ministry of Finance for 
submission to Parliament on June 29, is reported to legal- 
ize suspension of servicing the Greek public external 
debt; in fact, the debt has not been serviced since the 
Italian attack on Greece in 1940. The bill also provides 
that such suspension will continue until an improvement 
in the country’s economic and financial condition enables 
the Government to negotiate with the foreign bondholders 
concerned; and that external debts in foreign exchange 
contracted by private individuals, corporations, etc. are 
not to be treated differently. 


Source: Atlantis, New York, N. Y., July 3, 1949. 


Registration of Greek Private Funds 


A Royal Decree, published in the Greek official gazette, 
exempts from the obligation of registration with the 
Bank of Greece (see this News Survey, Vol. I, p. 262), 
funds and assets up to an aggregate value of US$10,000, 
situated in the United States and belonging to Greek 
nationals living in the United States. 


Source: Atlantis, New York, N. Y., June 21, 1949. 
Western Berlin Budget Problem 


Preliminary budget estimates for the western sectors 
of Berlin for the fiscal year 1949-50 reveal that the 
western city administration has to cope with a deficit of 
more than DM1 billion (US$300 million). Ordinary 
budget expenditures of about DM 2 billion are expected 
to exceed ordinary revenue by some DM 90 million. The 
deficit of the extraordinary budget, which is to be covered 
entirely by financial contributions from Western Ger- 
many, is estimated at DM 950 million. Extraordinary 
expenditures are primarily the following: occupation 
cost (DM 270 million) , debris removal (DM 180 million), 
unemployment relief (DM 120 million), food price and 
transportation cost subsidies (DM 120 million), subsidies 
for coal freight charges (DM 85 million), and airfield 
construction (DM 40 million). 

The budget deficit is equivalent to approximately one 
month’s total tax revenue in the whole bizonal area; such 
revenue amounted to DM 991 million in February 1949 
and DM 1,053 million in March. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
4, 1949; Office of Military Government for 
Germany (U.S.), Report of the Military Gov- 
ernor, Statistical Annex, April 1949. 


Polish Trade Agreements 

On June 15 Poland and Italy concluded a trade and 
payments agreement which is to be in effect for three 
It provides for exports equivalent to about 
US$50 million on both sides in the first year beginning 
In addition to one million tons of coal, 


years. 


July 1, 1949. 
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Poland is to deliver mainly grain, timber, and chemicals. 
Italian deliveries to Poland will include machinery, motor- 
cars, tires, ores, paints, hemp, and fruit. Negotiations 
aiming at the conclusion of an additional long-term pact, 
under which Italy would supply Poland with capital goods 
in exchange for larger coal shipments, are being con- 
tinued. Financial questions are to be negotiated next 
fall. 

Poland has also signed a one-year trade agreement with 
Egypt which provides for an exchange of goods valued 
at £10 million (US$40 million). In return for cotton, 
Poland is to export to Egypt coal, chemicals, textiles, and 
agricultural products. 

Under a trade agreement with Western Germany, 
covering an exchange of goods equivalent to $70.8 mil- 
lion, Poland will deliver mainly foodstuffs, agricultural 
machinery, and limited quantities of lumber and paper. 
Western Germany in return will provide electrical equip- 
ment, optical goods, chemical dyes, and textiles. The 
agreement covers the period until June 30, 1950 and will 
be automatically renewed for another year unless three 
months’ notice is given prior to that date. 

Sources: Polish Research and Information Service, 
Biuletyn, New York, N. Y., June 30, 1949; New 
York Herald Tribune, Paris, France, June 21 
and July 1, 1949; Neue Ziircher Zeitung, Zii- 
rich, Switzerland, July 3, 1949. 


Czechoslovak Banking 


The rise in Czechoslovak bank deposits in the first three 
months of this year, following the price reform of Janu- 
ary 6, 1949 (see this News Survey, Vol. I, p. 384), con- 
tinued through April and May. Current account deposits 
went up from 73 billion korunas to 84 billion, and saving 
deposits increased from 36 billion to 36.2 billion. Bank 
credit also expanded considerably. Investment credits 
rose by 4 billion korunas, to 59 billion, and other credits 
increased by 6 billion, to 90 billion. The flow of current 
account deposits enabled the banks to decrease their bor- 
rowing from the National Bank by 1.9 billion. National 
Bank sales of foreign exchange holdings were 0.3 billion 
korunas, and bank notes in circulation fell by 2.2 billion, 
to 65 billion korunas. 


Sources: Hospodar, Prague, Czechoslovakia, April 28 
and June 30, 1949; National Bank of Czecho- 
slovakia, Weekly Statements, Prague, Czecho- 
slovakia. 


MIDDLE EAST 
New Backing of Lebanese Currency 


According to a new law, the backing of the Lebanese 
currency is to be as follows: (1) 10 per cent in gold 
bars or coins, the proportion to be raised to 20 per cent 
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in January 1951 and to 30 per cent in January 1952, 
if the necessary purchases of gold are made in the mean- 
time; (2) foreign exchange, together with gold, equal 
t6é at least one half of the notes in circulation; (3) com- 
mercial bills (bearing three signatures) not to exceed 
15 per cent of the currency circulation; and (4) Treasury 
bills. 

Source: Le Commerce du Levant, Beirut, Lebanon, June 


8, 1949. 


Report of Anglo-Iranian Oil Company 


The Anglo-Iranian Oil Company had record gross 
profits of over £80 million in 1948; royalties to the Gov- 
ernment of Iran were about £10 million, depreciation and 
reserves £34 million, and taxes and dividends £35 mil- 
lion. Crude oil production in Iran reached 25 million 
tons, or 25 per cent more than in 1947, and the Abadan 
refinery processed 21 million tons of oil, a record total. 
In Kuwait, crude oil production, which reached 6 million 
tons in 1948, is now averaging currently 1 million tons 
per month. 

The discussions between the company and the Iranian 
Government, initiated in the fall of 1948, have ended in 
a provisional basis of agreement which is under consider- 
ation by both parties. These discussions have included 
the question of Iran’s share in the company’s profits, the 
increase of the tonnage royalty rate fixed in the 1933 con- 
cession agreement, the planning of the progressive re- 
duction of the number of non-Iranian employees of the 
company in Iran, and the basic prices of oil products sold 
for consumption in Iran. 

Source: The Financial Times, London, England, July 4, 
1949. 


FAR EAST 
Sale of Silver in India 


The Government of India is understood to have adopted 
a policy of selling silver in the Indian market as an anti- 
inflationary measure, especially to induce farmers to sell 
their produce in greater quantities. To this end, the Re- 
serve Bank of India early last week offered 200 bars of 
silver (approximately 200,000 ounces) from the stocks 
of the Hyderabad Government. It is believed that the 
sale will be continued at the rate of 100 bars a day unless 
price weakness becomes too great. During the war there 
were large sales of both gold and silver as an anti-infla- 
tionary measure. 
Source: The Wall Street Journal, New York, N. Y., July 
6, 1949. 


Japan’s Foreign Trade 


Japan’s exports during the first quarter of 1949 were 
$120 million, compared with $33 million in the first 
quarter of 1948 and $106 million in the fourth quarter 
of last year. Imports for the first three months of 1949 
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were $187 million, against $193 million in the corres- 
ponding quarter a year ago and $169 million in the fourth 
quarter of 1948. Thus, the first quarter’s deficit of $67 
million, although considerably less than half the deficit 
for the first quarter of 1948, was slightly higher than 
that for the fourth quarter. 

Source: U.S. Department of Commerce, Foreign Com- 


merce Weekly, Washington, D. C., July 4, 1949. 


Japan-Korea Trade Arrangements 

The trade plan signed by Japan and South Korea on 
April 23, 1949, for total trade of approximately $78 mil- 
lion between April 1, 1949 and March 31, 1950 (see this 
News Survey, Vol. I, p. 353), anticipates Korean exports 
to Japan of approximately $29.3 million and Korean im- 
ports from Japan of roughly $48.7 million. More than 
half of the Korean exports under Category 1 (i.e., mer- 
chandise essential to Japan) consists of 10,000 metric 
tons of rice valued at $16 million; other exports in this 
category include hemp waste, semifinished steel and scrap, 
graphite, anthracite coal dust, tungsten concentrates, and 
salt fish. Korea’s essential imports from Japan are esti- 
mated at $43 million, of which coal, with an estimated 
value of $13.6 million, is the principal commodity; other 
major commodities are raw silk, cotton manufactures, 
metal manufactures, and machinery. 

Trade is to be conducted in terms of U. S. dollars 
through letters of credit and bank drafts. All transactions 
are to be consummated on a contract basis, with prices 
to be agreed upon at the time contracts are negotiated. 
Source: U.S. Department of Commerce, Foreign Com- 

merce Weekly, Washington, D. C., July 4, 1949. 


UNITED STATES AND CANADA 


ECA Stockpiling Program 
As of July 6, 1949 ECA had purchased, or arranged 


to purchase, from ERP countries $53.4 million of mate- 
tials for U.S: stockpiles. The materials, mest of whieh 
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This Fund publication presents balance of pay- 
ments statements for 51 countries, with an explana- 
tion of underlying concepts. Some preliminary ma- 
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came from the United Kingdom or its dependent terri- 
tories, include rubber, sisal, industrial diamonds, quini- 
dine, graphite, cyanite, cobalt, lead concentrates, palm oil, 
sperm oil, and platinum. According to ECA, a number 
of negotiations are pending for the purchase of additional 
materials. 

Source: Economic Cooperation Administration, Press 


Release, Washington, D. C., July 6, 1949. 


U.S. Plant and Equipment Investment 


An official survey of investment plans in mid-May 
revealed that U.S. business, exclusive of agriculture, plans 
to spend $4.6 billion on new plant and equipment in the 
third quarter of 1949. This is four per cent below both 
estimated expenditures in the previous quarter and ac- 
tual expenditures in the third quarter of 1948. This 
latest estimate indicates that expenditures for the second 
half of the year may decline less than the 14 per cent 
indicated by a February survey (see this News Survey, 
Vol. I, p. 314). 

Source: U.S. Department of Commerce and Securities 
and Exchange Commission, Joint Release, 


Washington, D. C., July 1, 1949. 


Canada Modifies Currency Control 


Canada relaxed her currency regulations vis-a-vis 
Sweden on July 11, according to an announcement by the 
Minister of Finance. Payment for Canadian exports to 
Sweden may now be made in Canadian dollars. Formerly, 
exporters shipping to Sweden were required to obtain 
payment in U.S. dollars. In addition, Canadians may 
now obtain permits through their banks for the expendi- 
ture of any “reasonable” amount of Canadian dollars for 
travel to Sweden. Previously, U.S. currency had to be 
used and travelers were limited, under Canadian regula- 
tions, by the ration of 150 U.S. dollars a year for all 
pleasure travel outside the sterling area, France, Belgium, 
Luxembourg,.. the... Netherlands, and. Norway (see. this 
News Survey, Vol. I, p. 298). 

Source: Department of External Affairs, Airmail Bulletin, 
Ottawa, Canada, July 8, 1949. 


Canada’s Trade in Securities 


Canada’s international trade in outstanding securities 
during the first four months of 1949 resulted in net sales 
by Canada of $4 million, compared with net purchases of 
$6 million in the comparable period of 1948. The April 
sales balance was the largest since November 1946 and 
was due principally to large sales of U.S. stocks and Cana- 
dian municipal bonds to U.S. purchasers. Sales during 
the four-month period totaled $66 million, $2 million 
above the previous year, while purchases from holders 
outside Canada amounted to $62 million, $9 million be- 
low 1948. Transactions with the United States involved 
purchases of $59 million and sales of $63 million. 
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Source: Department of Trade and Commerce, Sales and 
Purchases of Securities Between Canada and 
Other Countries, Ottawa, Canada, April 1949. 


LATIN AMERICA 


Cuban Budgetary Laws 


For the first time since 1937 Cuba is budgeting its ex- 
penditures and receipts. The Congress recently approved 
a budget for the fiscal year 1949-50, and also a “Basic 
Budgetary Law” regulating the preparation and execu- 
tion of annual budgets. 

The 1949-50 budget provides for revenues and expendi- 
tures of 232.0 million Cuban pesos (1 Cuban peso= 
1 U.S. dollar). Appropriations are classified into “ordi- 
nary” and “extraordinary”—the distinction apparently 
being between permanent and temporary sources of rev- 
enue. ‘Every ‘government department obtains both types 
of funds. The more important appropriations are for edu- 
cation (23.3 per cent of the total budget), national de- 
fense (17.2 per cent), public works (9.7 per cent), health 
(8.6 per cent), and pensions (8.4 per cent). Debt service 
represents only 2.9 per cent. 

Although the classification of expenditures into 
“ordinary” and “extraordinary” has been criticized, the 
new budget has been generally praised as a sound fiscal 
measure. For more than ten years, most government ex- 
penditures have not been budgeted, but have been made 
under special decrees issued by the Executive. 

The Cuban press has pointed out that the enactment 
of budgetary laws is another step toward the country’s 
financial reorganization, which started with the monetary 
and central banking legislation adopted last December, 
and will be followed by other laws submitted to Con- 
gress that will regulate fiscal administration, accounting, 
and control. 

Sources: Cuba Econémica y Financiera, Havana, Cuba, 

_ May 1949; Diario de la Marina, Havana, Cuba, 

May 1, 19, and 31, June 8 and 19, 1949; Hispano 
Americano, Mexico, D.F., June 24, 1949. 


Haiti’s Agricultural Credit 


The Haitian Government is planning to establish an 
agricultural bank for financing loans to agricultural pro- 
ducers. The bank, it is understood, will function as a sub- 
sidiary of the National Bank. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., July 11, 1949. 


Venezuela’s Reserves 
Venezuela’s official gold and foreign exchange holdings 

increased from 1,115 million bolivares (US$332.8 mil- 

lion) in April to 1,133 million (US$338.2 million) in 

May 1949. The figure, which was 52 per cent above May 

of last year, was the highest on record. 

Source: El Nacional, Caracas, Venezuela, July 3, 1949. 
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Exchange Policy in Nicaragua 


The new Exchange Control Commission of Nicaragua, 
created by a law published on April 6, 1949, began to 
authorize import permits during the second half of May. 
All imports are classified as essential, semiessential, or 
nonessential, and at present only essential imports are 
authorized. The Commission plans to authorize imports 
of around US$700,000 to US$800,000 monthly. Authori- 
zations to date on applications received during May 
total approximately US$800,000. 

The new exchange stabilization law provides also for 
heavy restrictions on domestic credit operations. 
Sources: U.S. Department of Commerce, Foreign Com- 

merce Weekly, Washington, D. C., May 2 and 
July 4, 1949. 


OTHER COUNTRIES 


Australian Budget Surplus 


Australia’s budget surplus for the financial year ended 
June 30, 1949 is provisionally estimated at £A8 million. 
The budget provided for a deficit of £A17.5 million. 


Source: The Times, London, England, July 8, 1949. 


U.K.-New Zealand Trade 


The prices paid by the United Kingdom for New 
Zealand meat, butter, and cheese in the year beginning 
August 1, 1949 will be increased by 74% per cent above 
those now ruling. This is the maximum increase allowed 
in any one year under the long-term contract made last 
year, Under that contract, the United Kingdom under- 
took to buy all New Zealand’s exportable surplus of meat, 
and 97 per cent of her exportable surplus of butter and 
cheese until 1955. The new prices will be as follows: 
meat, 83 per cent over the prices paid in 1939; finest 
grade butter, 252s. 6d. per cwt., f.0.b.; finest grade cheese, 
141s. 6d. per cwt., f.o.b. 


Source: The Times, London, England, July 2, 1949. 


South African Reserves 


In the week ended July 1, gold holdings of the Reserve 
Bank of South Africa fell from £40.6 million to £37.6 
million. Holdings of other foreign exchange were £2.5 
million; £55 million of the £80 million gold loan to the 
United Kingdom has been repaid in sterling. Thus in the 
first six months of 1949 gold reserves have fallen by about 
£8 million, and other foreign exchange resources (in- 
cluding the gold loan), which are mainly sterling, by 
about £89 million. 

Sources: The Financial Times, London, England, July 
8 and 9, 1949, 
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Southern Rhodesian Trade 


Imports into Southern Rhodesia in the first quarter of 
1949 were £11.9 million (f.o.b.), compared with £9.4 
million in the same period of last year, while exports were 
£5.4 million (f.0.b.), against £4.9 million in 1948. Part 
of the increase in imports is attributed to the large influx 
of immigrants, who are creating expanding demands for 
housing, transportation, clothing, and food, and part to 
the internal developments resulting in increased impor- 
tations of machinery, building and railway materials, and 
other capital goods. The visible adverse balance with 
the United Kingdom rose from £1.7 million to £4.4 mil- 
lion; that with the United States and Canada fell from 
£1.4 million to £0.4 million. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, July 2, 1949. 


Kenya and Uganda Trade 


Kenya and Uganda’s imports during 1948 totaled £45 
million (44 per cent above 1947), while exports were 
£34 million (28 per cent above 1947). Fifty per cent of 
the imports (excluding imports on government account) 
were from the United Kingdom, 8 per cent from India, 
and 7 per cent from the United States. Imports from 
the United Kingdom in 1948 were nearly twice those in 
1947, while imports from the United States dropped 38 
per cent below the previous period. Of domestic exports, 
30 per cent was shipped to the United Kingdom and 2 
per cent to India. 

The most important imports were cotton piece goods 
valued at £7 million, petroleum products at £6 million, 
and machinery and appliances at £5 million. The major 
exports were raw cotton shipments valued at £8 million, 
unroasted coffee at £5 million, and sisal fiber and tow at 
£2 million. 

Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, July 9, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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